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SUBJECT: REPORTED DUTY INCREASE AND OTHER RESTRICTIONS 
AFEECTING PEPSI CONCENTRATE 

THROUGH EDWIN E. RAINS, ITS WASHINGTON REPRESENTATIVE, 

PEPSI COLA COMPANY HAS SOLICITED INFORMATION ON REPORTED 
INCREASE IN IMPORT DUTY ON CONCENTRATE USED IN MANUFACTURE 
OF PEPSI-COLA. ACCORDING RAINS, FORMER DUTY OF 1 PERCENT 
AD VALOREM INCREASED TO 35 PERCENT AD VALOREM. IN ADDI- 
TION, VENEZUELNDANS REPORTEDLY ARE NOW CALCULATING AD 
VALOREM DUTY ON BASIS OF GOV-DETERMINED PRICE OF DOLLARS 
418.77 PER UNIT OF CONCENTRATE (I.E., QUANTITY SUFEICIENT 
TO MAKE 1,200 CASES, EACH CONTAINING 24 TO DD12 OZ 
BOTTLES). FORMERLY, AD VALOREM DUTY WAS DETERMINED ON 
BASIS OF ACTUAL SALE PRICE OF DOLLARS 343.25 PER UNIT. 

IN ADDITION, COMPANY UNDERSTANDS THAT DUTY ON IMPORTED 
CONCENTRATE WILL NOT BE RECOGNIZED AS LEGITIMATE BUSINESS 
EXPENSE EOR PURPOSE OE VENEZUELAN TAX LAWS. 
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EMBASSY IS REQUESTED TO DETERMINE WHETHER THESE REPORTED 
CHANGES HAVE IN FACT BEEN MADE AND, IF SO, REASON FOR THE 
CHANGES. IF TRUE, WERE THESE ACTIONS DIRECTED ONLY AT 
SOET DRINK CONCENTRATES OR DO THEY AFFECT OTHER IMPORTED 
GOODS. A LIST OF GOODS AFFECTED, AND A COPY OF THE DEGREE 
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IMPLEMENTING THESE CHANGES IS REQUESTED. WHY ARE IMPORT 
DUTIES NOT REGARDED AS LEGITIMATE BUSINESS EXPENSE UNDER 
VENEZUELAN TAX LAW? EMBASSY ALSO REQUESTED TO TAKE ANY 
STEPS THAT IT CONSIDERS APPROPRIATE TO OBTAIN AN AM-SELIO- 
RATION OR RESCINDING OF THE EFFECT OF THESE MEASURES. VANCE 
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